FOR YOUR INFORMATION......... {

READ AND ROUTE TO FILES...... [
IN ANSWER TO YOUR REQUEST. ..{
ATTACH MATERIAL AND RETURN |

1
FOR ACTION.........coiiiiiienntn [ 1
FOR APPROVAL................... [ 1
FOR SIGNATURE.................. [ 1
READ AND RETURN............... [ 1
]
]
]

PLAINTIFF’'S
EXHIBIT

CASE
no. CV04-0360P

EX|
NOI'-IIBIT 049

WSAD4365

TX049 001



Information for Dbn Eldridge - September 20, 1973

Extensive changes have been made in the Washington state wine laws and
regulations during-the past four years.

It is recalled that the first major effort on the part of private Interests
to legalize the sale of out;of-state wines through licensed importers and whole-
salers was made in 1967 during the 40th Session of the State Legislature. Under
the existing laws at that time the Liquor Control Board was the sole agency legally
empowered to import wine for resale in the state. The proposed -legislation was not
enacted, despite vigorous efforts by its proponents.

However, much groundwork had been accomplisheq_by supporters of the measure,
and their efforts were instrumental in paving the way for enactment of House Bill
100 in 1969.' Under the provisions of the new legislation, licensed importers and
wholesalers became eligible to traffic in out-of-state wines, and the wine tax
structure was revised.

The gallonage tax of 10 cents per gallon, férmerly applied on Washington-
produced wines, was_extended to include out-of-state wines imported by licensed
state importers, and a 26 percent sales tax was imposed on all wines. The tax
rates were set at this level to recover the estimated loss in public reveﬁue
which was expected to result because of a projected reduction in wine sales by the
Board. The new legislation went into effect on July 1, 1963.

In order to imple;bnt the amended statutes it was necessary for the Board to
institute many ru!e'chapges and add new rules. Thirty-two such regulations were
adopted and placed into effect on July 1, 1969, in conformity with the effective
date of H.B. 100.

In‘1973, after four years of operation under the original "wine bill", &

major change was made in the wine tax structure durlng the b3rd Sessxon of the

=

State Legaslature¢i The amended law provnded for ellminatlon of the 26% sales tax;

extended the gallonage tax to sales by the LCBoard; made wine sales by the Board

subject to the gallonage tax and to the retail sales tax; vested wholesalers with
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the responsibility’ for paying the gallonage tax;! imposed a fléor tax of 65 cents
per gallon on all wines in the wholesalers' pos#ession on control on June 30, 1973;
and authorized the Board to require bonds to insure the payment of the gallonage
tax. .

Again, it was necessary for the Board to hastily amend a number of regulations
on an emergency basis to provide for proper implementation of ;he changéd law which

was to go into effect on July 1, 1973.

Rule Changes Important to Wholesalers

In reviewing the Board's operation over the past few years, it is highly

evident that a great deal of attention has been devoted to regulations. It is

also quife obvious that a majority of the adopted rule changes have directly or

_indirectly affected the operations of beer and wine wholesalers.

The wholesalers; through their industry association, have proposed a number
of.regulatory changes, and in most instances the Board has approved the requested
amendmentét The Board itself has initiated action on numerous regulations to keep
pace with modern industry requirements.

Many rules have been revised during the regime of the present members of the
Liquor Control Board, and have undoubtedly been in the‘best interests of beer and

wine wholesalers. Certain of the more significant effects of regulation revisions,

-are as follows:

Rule (15)--Relaxed the requirements for certifying near beer.

Rule (37)--Eliminated requiremen£ fhat in-transit stamps be affixed on beer
packages prior to sale to military outlets.

Rule (39)=--Authorized the importation of foreign beer in package sizes com-
monly used in the country in which such Seer was produced. .

Rules (49) and (81)--Vested wholesaler; with the authortty to establish their

own wholesale prices on beer and wine, respectively;these prices formerly set by
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breweries and wineries. Other new provisions added to these rules authorized the
issuance of platform delivery permits to retailers.

Rule (49.5)--Made breweries subject to IS;day posting period, on the same
basis as wholesalers.

Rule (62)--Provided simplified procedure for certifying rare vintage wines of
Vimited quantity. ~

Rule (69)--Authorized wholesalers who export or sell wine to military outlets
to deduct the amount of the tax from such sales at the time of making their monthly

tax remlftances to the Board. Formerly, they were required to pay the tax on such

‘sales and apply for tax refunds later.

The Board declined to take preciplitous action on a petition submitted on be-
half of numerous retail |icénsee§ and a labor union.. The proposal was designed
to authorize wholesalers to advance credit of up to 30 days to retailers on beer
and wine purchases. The Board felt that a legal question was involved and requested
an opinion from the Attorney General as to the legality of a_credit.arrangement
between a wholesaler and a retaile}. The Attorney General subsequently ruled that
such credit would be violative of a statute, and the pefition was _denied,

7 lq cooperation with thélBeer and Wine Wholesalers' Association, the Board
helped resolve one of Phe knotty'problems created by the federal price freeze in
June. A last-minute reversal of an earlier ruling by the Economic Stabilization
Board, authorized wholesalers to iﬁclude the amount of the increase in the gallonage
tax and a markup on same in their July prices. This decision came on June 29, and
the Board on the same day approved special procedures to permit acceptance of the

higher wholesale prices on an emergency basis.

(NOTE: Don, a copy 6f40ur Division's annual report for fiscal 1973 is attached

herewith. The gallonage and tax figures for the year ma be of particular
interest to the wholesale segment of the industry.--B.H.
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